
3. In connection with its pending application to provide basic local

exchange service to Ameritech's Kalamazoo, Galesburg, Scotts and Battle Creek

Exchanges, Climax has entered, or soon will enter, into negotiations with Ameritech

Michigan for interconnection arrangements pursuant to the MTA and the Federal

Telecommunications Act of 1996.

4. As part of the August 28,1996 Order issued in case No. U-11104, this

Commission has requested information regarding interconnect agreements in evaluating

whether Ameritech Michigan has met the requirements of the competitive checklist in § 271

of the Federal Telecommunications Act of 1996. Therefore, in light of Climax's current

negotiations with Ameritech for interconnection arrangements and as future competitor,

Climax has an interest in this proceeding and should receive copies of all filings made in

Case No. U-11104. Moreover, Climax, as an interested party, should be permitted to file

replies or comments to any filing made in Case No. U-11104 and file other relevant

information as determined to be necessary.

5. Copies of filings should be sent to Climax's attorney: Harvey J.

Messing; Loomis, Ewert, Parsley, Davis & Gotting, P.C.; 232 S. Capitol Avenue, Suite

1000; Lansing, Michigan 48933.

WHEREFORE, Climax Telephone respectfully requests that the Commission

recognize it as an interested party to Case No. U-11104 and direct other parties to serve

copies of all filings made in this proceeding and permit Climax to make relevant filings.
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September -il.. 1996

Respectfully submitted,

CLIMAX TELEPHONE COMPANY

By: ·'lJy'b' C. t.J<i.t'o=
==One of its Attorneys

Harvey J. Messing (23309)
Sherri A. Wellman (38989)
LOOMIS, EWERT, PARSLEY,
DAVIS & GOTTING, P.C.

232 S. Capitol Ave., Suite 1000
Lansing, MI 48933

Attorneys for CLIMAX TELEPHONE
COMPANY
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William A. Dpls II
Chief Regulatory Counsel
central Region

VIA HAND DELIVERY

September 18, 1996
13th Floor
227 west Monroe Str8et
~. llinois 60606
312230-2636

Ms. Dorothy Wideman
Executive Secretary
Michigan Public Service Commission
P.O. Box 30221
Lansing, MI 48909

Re: Cause No. U-l1104 C'.~~.1'4~o:-..__

In the Matter, on the Commission's own motion; to consider
Ameritech Michigan's compliance with the competitive checklist
in Section 271 of the Telecommunications Act of 1996

Dear Ms. Wideman:

AT&T requests that this letter and the attached documents, all ofwhich are
public records from the Wisconsin Public Service Commission, be included in the
record of the above-entitled proceeding concerning compliance by Ameritech with
Section 271 of the Telecommunications Act of 1996 (TA 96). To the extent
necessary, AT&T requests administrative notice of these documents.

These documents demonstrate that careful inquiry is appropriate concerning
the nature of the relationship between Ameritech and any competitive local exchange
company which Ameritech puts forward as providing competition within the
meaning of the "actual competition" test under Section 271. The attached documents
imply that Ameritech may well submit agreements with companies with which it has
a financial interest without disclosing the interest, may make unspoken reservations
based on technical points concerning corporate legal structures within an enterprise,
and may dispute the existence ofequity ownership rights merely because they are
contingent upon future, albeit certain, events. Other terms may also be included in
the agreements which are inconsistent with a competitive marketplace, although they
are completely understandable in an agreement between future affiliates.

The background ofthe situation in Wisconsin is as follows. By Orders
entered on July 25, 1995 and November 22, 1995, the Wisconsin Commission, based
on complaints by AT&T and others, mandated that Ameritech implement intraLATA
1+ interconnection services according to a specific schedule. Following Ameritech's
unsuccessful attempt to stay the decision in Circuit Court, the Wisconsin .
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Commission agreed to reopen the proceeding to reconsider the implementation
schedule in view ofthe passage of the Telecommunications Act of 1996. On June 6,
1996, the Commission agreed to defer the implementation of intraLATA .1+
presubscription if, by August I, 1996 Ameritech, inter alia, concluded and filed with
the Commission interconnection agreements with two competitors, a facilities-based
competitor and a reseller, regarding the terms and conditions under which the
competitors may interconnect for local service pursuant to Section 2S2(aXl) ofTA
96. The Commission specified that only contracts with certain substantial
competitors would qualify, including complainants in the original proceeding or
companies that had previously filed bona fide requests to Ameritech to interconnect
under TA 96 before April 1, 1996.1 However, the Commission left open the
opportunity for Ameritech to show that additional interconnectors could be
designated as substantial competitors for the purpose ofpostponing the intraLATA
1+ competition.

The Wisconsin Commission explained that it was providing a potential for
deferral in the 1+ interconnection schedule in an effort to accelerate competition for
local services in Wisconsin. The Commission cited the provisions ofTA 96
allowing Ameritech to provide in-region interLATA toll services (Sections 271(bXl)
and (d)(3», and also indicated that it was providing an incentive to encourage
Ameritech to provide local services on a competitive basis. It stated:

[T]he Commission emphasizes that it is authorizing a delay in the
implementation schedule in this docket for up to six months in order to obtain
a significant step toward local service competition in this state. Because a
similar agreement is also a necessary part ofAmeritech's application as an in
region interLATA camer, the agreements required under this incentive will
also improve the competitiveness of the interLATA long distance market in
Wisconsin as well. Order ofJune 6, 1996, at 12-13.

On July 30, 1996, just prior to the August 1 deadline, Ameritech filed two
agreements dated July 26, 1996, between Wisconsin Bell, Inc. (d/b/a Ameritech
Wisconsin) and GE Capital Communications Services Corporation (GECCSC).
Both agreements were for resale services, one ofwhich was for residence and the
other for business services. Although GECCSC was an authorized long distance
reseller within Wisconsin since 1993, it was only on July 22, 1996 that GECCSC
notified the Commission of its intent to expand its service offering in Wisconsin to
include "all forms of resold local exchange telecommunications services." GECCSC

I The qualifying competitors for this purpose included the parties seeking intraLATA presubscription,
AT&T, MCI, Sprint, Schneider Communications, Inc., and Norlight, as well as pre-April, 1996 authorized
providers, TCO and MFS.
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indicated that prior to that date it was operating in Wisconsin only as a reseller of
MTS, Software Defined Network (SDN)-type services and WATS. GECCSC
asserted that granting it the authorization to resell local service will further the
Commission's policies of competitive entry and the goals ofTA 96, and contribute to
the development of local competition.

On July 31, the day after the filing ofthese interconnection agreements and
nine days after GECCSC sought to expaDd its authority to provide local service,
Ameritech filed its request with the Wisconsin Commission to postpone intraLATA
1+ presubscription, claiming that it satisfied all the requirements in the June Order
for postponement. With regard to the requirement to have interconnection
agreements with facilities-based providers, Ameritech represented that it bad filed
agreements with two facilities-based competitors, MFS ofWisconsinad Time
Warner. With regard to resale, the only carrier mentioned was GECCSC, based on
the agreements which two days previously had been filed with the Commission.
Although GECCSC was neither a complainant nor a company that had sought
interconnection from Ameritech prior to April, 1996, Ameritech represented that
GECCSC should nonetheless be considered qualifying as a provider because it
would, among other things, further the Commission's policies of "introducing timely,
broad-based and effective competition to all telecommunications markets in
Wisconsin as soon as possible." And, Ameritech represented, GECCSC "will have a
sufficient presence in a local telecommunications market in Wisconsin to serve as an
appropriate model for future agreements•..it bas brandname recognition and the
financial resources superior to that ofmany of the nearly 300 similarly certified
Wisconsin resellers. By its contracts it bas demonstrated its intention to serve not
only the business but the residential Wisconsin market as well."

In response to the July 31, 1996 filing, the Wisconsin Commission Staffsent
a request for information to Ameritech, dated August 6, 1996, which is attached as
Exhibit A. Staffposed four separate questions in two areas.

First, Commission records showed that some five months earlier, GECCSC
had sold a portion of its Wisconsin customer base to another company, MIDCOM
Communications, Inc. The Staff asked whether Ameritech was aware that GECCSC,
far from expanding its presence as a competitive company in Wisconsin, as
Ameritech represented, was in fact reducing its presence. Staff further inquired
whether, given the reduction ofGECCSC's customer base, Ameritech bas some basis
to claim that the interconnection agreement will further the Commission's goal of
introducing timely, broad-based and effective competition to all telecommunications
markets. Finally, on this point, Staff asked for documentation from Ameritech
indicating support for its assertion that GECCSC now included both business and
residence customers and both urban and rural customers.
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Second, Staffinquired concerning a possible financial interest Ameritech had
in GECCSC. Staffquoted Ameriteeh's annual reports for the last two years that
indicated that:

Ameritech holds a $472 million debt stake in GE Information Services, which
will convert to a 30% equity stake as soon as certain restrictions on long
distance service are removed.

Based on this current financial interest and inevitable equity interest, Staffinquired
on what basis Ameriteeh claimed it had an interconnection agreement with a local

. sal . 2servIce re e competitor.

Ameritech responded by briefletter on August IS. (Attached as Exhibit B)
With regard to the representation Ameriteeh made concerning GECCSC's presence
and the expansion ofcompetition, Ameriteeh indicated that it had relied upon a one
page letter from counsel for GECCSC indicating its intention "to expand its service
offering in the state ofWisconsin to include all fonns ofresold local exchange
telecommunications services." This was the same letter filed with the Commission
on July 22, 1996 seeking expansion of GECCSC's operating authority.

With regard to the financial interest question, Ameritech indicated that it had
"no fmancial interest in GE Capital Communications Services Corporation."
Ameritech admitted that it had "lent money" to another GE subsidiary, GE
Information Services (GElS). With regard to the equity interest, Ameritech stated
that Ameritech presently has no equity interest in GElS or any other GE subsidiary.
Continuing the attempted distinction between affiliates, Ameriteeh indicated that
"GElS does not provide local exchange services." GECCSC could, therefore, be a
competitor of Ameritech Wisconsin in the provision of local exchange service.

Two aspects of this explanation warrant more scrutiny. First, GE is now a
debtor to Ameritech, paying interest on a half billion dollar loan. This obligation
ceases when Ameritech becomes a long distance provider, an event that may depend
in part on interconnection agreements such as the one submitted to the Wisconsin
Commission. Thus, GElS as debtor and Ameritech both have an interest in
Ameritech satisfying the long distance entry requirements.

Second, the relationship may not be "arms length." Regardless ofwhether
Ameritech and GECCSC are now "affiliated" within the meaning ofeither Wisconsin
law or TA 96, there is an undeniable relationship. The contingency prior to the

2 Attached to Ameritech's Commission leaer is the letter from MIDCOM to the Commission dated •
February 6, 1996. Also attached are pages from Ameritech's 1994 and 1995 Annual Reports.
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equity interest-interLATA entry--is sure to occur within the 10 year term ofthe
contta.et. Thus, the interconnection agreement submitted will be one in which
Ameritech is the party on one side and an affiliate ofthe party on the other side
indirectly, but in a real sense, Ameritech will have contracted with itselfand
submitted that contract as proofofcompetition.

Obviously, this situation would give another appearance ifAmeriteeh's equity
interest had nothing to do with telecommunications or TA 96. Because ofthe close
connection, however, and the real effect that such agreements may have on bringing
about the contingency, these matters are significant.

In addition, there are at least two other unusual items in these agreements that
raise questions about whether they are "arms length.· In return for the local service
interconnection terms, GECCSC apparently agrees not to compete with Ameritech
for the provision of intraLATA toll services:

IntraLATA toll service. Reseller hereby guarantees Ameritech 100% ofits
intraLATA toll service usage during the term of this Agreement. IntraLATA
toll shall include directly dialed intraLATA message toll service. Agreement,
page 11 (residential service); Agreement, page 11 (business service).

Similarly, both agreements contain a provision whereby GECCSC is obligated to
give Ameritech the right to provide interLATA services to GECCSC under rates,
terms, and conditions that are equal to or superior to those ofother interLATA
providers in the relevant service areas. Agreement, page 19 (residential service);
Agreement, page 19 (business service).

The intraLATA provision is especially troublesome in view ofGECCSC's
current business. GECCSC is currently exclusively an interexchange service
provider reselling WATS, MTS, and SDN-type services in Wisconsin. Under the
Wisconsin Commission's Order, it will soon be able to provide those services on an
intraLATA presubscribed basis even if its resale interconnection agreement with
Ameritech delays that market opportunity for a few months.

On August 27, 1996, the Wisconsin Commission voted 3-0 to deny
Ameritech's request for further postponement ofintraLATAl+ presubscription. In
denying the request, the Wisconsin Commission focused on the GECCSC's
agreements and found them not in the public interest. The Commission specifically
noted that intraLATA and interLATA toll service provisions in the agreements were
impennissible tying mangements; that Ameritech's substantial investment in GElS
raised affiliated interest concerns and concerns about whether the agreements were
bargained at arms length; and that the scope ofagreements, only involving 7,500
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lines, did not create a sufficient presence in Wisconsin by GECCSC to service as a
model agreement.

On August 27, 1996, Ameritech filed a motion with the Wisconsin
Commission asking the Commission to reconsider its decision. Ameritech
represented that it bad removed the intraLATA toll service provision from both
agreements. On August 29, 1996 Ameriteeh represented that it bad removed the
interLATA provisions.

On August 29, 1996, the WISCOnsin Commission denied Ameriteeh's Petition
for Reconsideration. The Commission noted "[w]hile the [Ameritech] filing purports
to eliminate those sections ofthe Interconnection~ to which the
Commission has objected, there is no evidence that the other party to contract, GE
Capital Communication Services has agreed to the revision ofthe contract. There is,
therefore, no new contract or revision to a prior contract before the Commission at
this time." (Wisconsin Commission's Letter Order dated August 29, 1996 - Docket
No. 6720-TI-lll (copy attached as Exhibit C), p. 2). In additio~ the Commission
found that the "anti-competitive aspects ofthe Interconnection Agreement that
prompted the Commission's disapproval on August 27 still exist. The Commission is
concerned that the tying mangement may be in violation ofstate and federal anti
trust laws." @ Finally, the Commission held "the fact that Ameritech has
unilaterally amended substantive terms of this agreement only strengthens this
Commission's impression that this is not an arm's length transaction with a
competing provider oflocal telecommunication services in Wisconsin." ~at p. 2,
3.)

This situation is informative for the oversight ofAmeritech agreements in
view ofthe requirement, under TA 96, that Ameriteeh certify that it has entered into
an agreement with providers of facilities-based local services for both residence and
business customers. It is apparent from Ameritech's actions in this Wisconsin case
that Ameritech may fail to disclose affirmatively what others may find to be relevant
financial relationships between parties to interconnection agreements, whether or not
they meet the definition of "affiliates," and that when questioned Ameritech will
respond to affiliation issues citing technical and intricate corporate legal structures.
If this Wisconsin experience is representative, the Commissions must inquire
specifically, and it must ask the right questions.

Ameritech has already entered into agreements with potential competitors,
some ofwhich are characterized by extraordinarily long terms, such as ten-year
resale agreements. AT&1 does not dispute that Ameritech can enter into an
interconnection agreement with any entity, whether or not it is affiliated with
Ameritech and whether or not Ameritech has a financial interest. However, to the
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extent that (1) the interconnection agreement would be relied upon by Ameritech to
satisfy the particular interconnection agreement requirement in Section 271 ofTA
96, or (2) the agreement would be given even slight precendential weight in judging
the reasonableness ofagreements or the outcomes ofarbitrations with other
competitors, then the Commission should inquire closely into these matters. The
inquiry should extend to the financial or managerial relationship, ifany, between
Ameriteeh and the other comPany, the existence, ifany, ofside arrangements such as
financing or future equity options or rights, and the terms, ifany, in which the other
entity agrees not to compete with Ameritech in return for the particular terms that the
competitor has received.

AT&T does not have information that such other relationships exist, because
it has thus far relied on Ameritech's disclosures in filings made with the state
commissions. However, documents filed with the Wisconsin Commission, both
those originally filed that did not include disclosures and the response offered by
Ameriteeh even after it was confronted with public records and paragraphs from its
own annual report, do not generate confidence that Ameritech's voluntary disclosures
will contain all relevant information on these subjects.

Respectfully submitted,

William A. Davis, II
Counsel for AT&T

WAD/clb
Attachments

cc: All parties on attached Service List (w/enclosures)
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Public Service Commission of Wisconsiii

Chefj'l L. Parrino. Chairman
Scott A. :"oieitzel. Commissioner
Daniel J. Eastman. Commissioner

August 6. 1996

Michael Paulson
Ameritech Wisconsin
122 North Broadway
Milw~ukl'"e. WI 53202-4396

Jac:queline K. Reynolds. Executive Assistant
Lynda L. Dorr. Secretary to the Commission

Steven M. Schur. Cbief Counsel

Re: In the Maner of a Complaint and Petition for an
Order Requiring IntraLATA Equal Access in the
Exchanges of Americech Wisconsin

Docket 6720·TI·111 .. DATA REQUEST 1

Dear Mr. Paulson:

6120-TI·lll

To assist our review of Ameritech's July 31. 1996. request for waiver. we request that you
respond to the questions below. For purposes of your response, 'any reference herein to
Ameritech should be deemed to include any affiliate of Americech having a current affiliated
contract or arrangement with Ameritech Wisconsin, as those terms are referenced in s.
196.52. Scats.

.
1. In Americech Wisconsin's request for waiver. Ameritech assertS that

"GECCS will b....e a sufficient presence in C&'1c local tel~oml1lt£nicaticms

market in Wisconsin to serve as an appropriate model for furore
agreemcms that other telecommunications providers may reach with
Americech." However. on February 6, 1996, MIDCOM
Communications Inc.• informed the Commission that it was acquiring a
portion of GECCS's Wisconsin customer base. A copy of that letter is
enclosed. Was Ameritech aware that GECCS had previously decided
to reduce its presence in Wisconsin when it prepared its waiver
request?

610 Jltonh Whitne,' Wa,·, P.O. Box 7854. Madison. \\1 53707·7854
General Information: (608) 166-5411: (608) 167·1479 (TI'Y)

Fax: (608) 266·3957
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2. Given the fact that GECCS has sold. or is selling, a portion of its
customer base in Wisconsin, on what basis docs Ameritech assert that
GECCS bas or will have presence in the local telecommunications
market? What infonnation does Ameriteeh have to indicate whether the
current customers served by GE Capital Communication Services
Corporation (as well as customers served by GE Exchange. GE Capital
Exchange or GE Capiw-ResCom) iDclude both business and residential
customers and both urban and rural customers?

3. Again. given the fact that GECCS bas sOld. or is selling, a portion of
its 'customer base in Wisconsin. does Ameriteeh have any other
information upon which to base its claim that me interconnection
agreement with GECCS will further the Commission's goal of
introducing timely, broad-based. and effective competition to all
telecommunications markets.

4. In AmeriteCh's 1994 Annual Report. at page 26, the company reports:

In May 1994. $472.5 million was invested in the form of
a loan to a General Electric Company (GE) subsidiary
tbat provides sophisticated electroaic commerce . . .
The loan converts to a 30" equity position if certain
regulatory relief is granted to the company.

In AmeriteCh's 1995 Annual RCpo~ at page 15, the company again
reports:

GE Information Services (GElS) is a leader in the
worldwide electronic data imercbanle market . . .
AmeriteCh holds a $472 million debt stake in GEIS.
which will convert to a 30~ equity stake as soon as

. cenain restrictions on long distaDce services are
removed.

Does AmeriteCh have any fmancial interest in GE Capital
Communication Services Corporation? Does GE Information Services
have any fmancial interest in GE Capital Communication Services
Corporation? Given the substantial equity imemt Americech holds in
at least one GE subsidiary, on what basis cloes Ameriteeh claim that it
has entered into an interconnection agreement with a competitor?
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urban or rural customers, all classes of customers will receive the benefits of this
competitive entJ)', whether directly by GeCCS or by other reseUers willing to
enter into similar agreements.

4. Ameritech has no financial interest in GE capital Communications
Services Corporation. Ameritech has lent money to GE Information Services
(-GEIS-), as indicated in Ameritech's annual reports: Ameritech presentJy has no
equity interest in GElS or any other GE subsidiary. Ameritech exercises no
control or influence over the operations of GElS or GECCS. GECCS and GElS
are independent, wholly owned subsidiaries of GE. (S...ttached pages from
the GE annual report) GElS does not provide local exchange services.
GECCS is, therefore, a competitor of Ameritech Wisconsin in the provision of
local exchange services.

If additional information ;s required, pl.... do not h.sitate to contad me.

cc:
Service List

VM7Zl?~

*.
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Ameritech Wisconsin respectfully submits the following responses to the
data request dated August 6. 1996. in this docket

1. 2, and 3. In preparing its waiver request in this proceeding and
making representations with ....pect to GE Capital Communications Services
(-GECCS·) operations in Wiscansin. Ameritech Wisconsin relied upon the
agreement between Ameritech Wisconsin and GECCS as wall as the July 22,
1996. letter from Swidler & Sertin, Counsel to GECCS, to the Commission
indicating that GeCCS -int.nds to expand its service offerings in the State of
\Nisconsin to incfude all forms of resold local exchange telecommunications
services" (Emphasis added.) GeCCS specifically rep nted that -expansion
of GECCS'. Hrvice offerings to indude exchange 1. services will further the
Commission's policies in favor of competitive entry Expansion of GECCS's
service offerings will aJso contribute to the development of local competition In
the State of Wisconsin.· A copy of the letter is attached for your convenience.

In addition. Ameritech Wisconsin will fulfill its obligations under the law to
make the same terms and conditions for interccnnlldion and ,.sal. available to
any other telecommunications carrier. The agreement, therefore. proves the
willingness of Ameritech Wisconsin to support competitive entry via resale of its
services in its exchanges throughout Wisconsin. Because this agreement is not
limited to services provided either to residential or busin.ss customers, or to
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Feb!"~Jry 6. 1996

Wisconsin Public Service Commission
Attn: Te!ecommunications
P.O. Box iS54 RECaVED
~on. W[ S3707.7854

. . ... FEB 12 1996
RE: Pattial Custt;)mer Base AcqU1S1QOn rnrc::.ifUNtt:.:-_

o,,,~ .~

De3r LadieslGe:ltlemen:

By this letter, MIDCOM Communications Inc. ("MIDCOM") and GE Capital Communication
Services Corporation, d/b/a GE E.'tChange and d/b/a CiE Capital &change ("OE) hereby joimly
inform the WISCOnsin Public 5emce Commission ("Commissionj that MIDCOM is in the procas of
acquiring a portion ofGE's WISCOnsin customer base.

Both MIDCOM and GE are certiDed by the Commission u I1temIDve teleccmmunicuions utilities
\1Iith authority to resell tdeccmzmmicatiODS services. The CommiPion panted cen:mcauon to
MIDCOM in Docket No. 764S·TI-l00 on December 16, 1991, _ho GE in Docket No. 7832·n·l00
on September 17. 1993. No transfer ofcenmcues. permits or opmtive rights is therefore required.

G£ customers wiD com:iz2ue to receive the same or improved serlices It their currem rates and with the
same billing amnsemems. G£ will continued to exist IZ2d opera under its own name and does net
want itS certification Of wifF canceled. A. verification &om an oiEcer of GE atteSting that the
SWCle.'ltS made in chis letter are trUe is azw:hed.

Sincerely,

)~ab1J~JhU j /

Bradley D. Toney U ..,--~
Asststant Counsei

Please adcnowledge receipt of this noti!c:ation by 61e.stampina aad returning the e:an copy of the 
letter in the sell·addressed.. swnped envelope. provided for this purpose. Questions regarding this
matter may be directed to me It (206) 628·7369. O~ _ . ~I /)

. .~7~~ .,.. ./t.,<.-I-~t:/('
/

enClosure
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Please address your reply to this data request. an original and four copies, to Scot Cullen.
Administrator, Telecommunications Division. P.O. Box 7854, Madison. Wisconsin
53707-7854. Comments are due in Madison by Aul\lSt 1St 1996. Correspondence should
reference docket 6720-TI-111.

If you have any further questions regarding this matter. please give Dennis Klaila a call at
(608) 267-9780.

Sincerely,

qJt';~(~7
~Glenn Kelley .' /

Chief Counsel,/./
Telecommunications Division

GK:DJK:reb:h:\ss\lener\l 1l_dat.req

cc: Service List
Lync1a Dorr, PSC
RMlMail
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~ONG DISTANCE, L,)n~ distanl.:~ ii 4ll.:ornerstone of

,)ur plans ;or a lull·ser .... ice communil.::ltions l)iierinlS

Th~ n~'," (ed~ral communicatiuns law op~ns up an ~.:35

,,/ilj,)n r"'I(II)r.al h)n~ distance market to us. We 3re

q\;ickly mO\'ir:~ to meet all requirements oi the new law.

and continuin~ to i0ster a I..'ompetitive local telephone

marker. in order to gain regulators' approval oi our long

distance entry. We're

optimistic that we '11

meet all these require

ments and gain entry

in 199i. As a drst step.

we have already begun

to offer :~meritech long distance service to our 1.9 million

cellular customers. Long distance is a natural extension

of our core business; we handle the local completion

of 6 billion long distance calls each year. Our new long

distance business unit is ready to compete as soon as

we receive approval.

o ES KTO' MAN ACH C S III vI CIS Companies refocusing

on their core business oiten outsourte the telecommuni·

cations function to us. in 1995 we formed a partnership

with IB\t to pursu~ this

business. Our venture is the

lint to offer an integr:1ted

packaie f)i voice. d:na and

video desktop managed

services. We provide a

single point of .:on~ct ior

managing all desktop·

based communications and computing-PCs. phones,

PBX:i. local area networks, fa:<es and more.

ILICTRONIC COMMUCI GE Information Services

<GEtS) is a leader in the worldwide electronic data

interchange market. which expanded ~3":, in 1995.

Ameritech holds a 5472 million debt stake in GEtS.

which will convert to a 30% equity stake as soon as certain

restrictions on long distance services are removed.

GE Iniormation Services electTonicall;' links businesses

with suppliers. disaibutors, manufacturers and customers

to streamline transactions and improve information

flows. More than 40.000 businesses world\l,ide use GElS

services to improve productivitY. lower costS and

shorten cyc:ie times.

ADDITIONAL SOURCES OF GROWTH
ON·lINE HlA~TH CAli

SO~t 2.000 ciocor5. ;"OSj),lots

:::"d ,nSurers ,n .tlin, "'Olor

""e"oool,'on ort~S use our

~talt;, c=re net'Worlts and

:I''''col datoboses to so.eo

,nformotlon. CUI ooo.....orie

ana lower od""'rI,srrotov.

ON.LINI TRAVIL

Custom"s moke r.servOllon5.

buy lickels, occ.ss

enl.no,n".,.nl infor""Olion

and Iv.n buy lrov.1 guides

on.lin. Ihrough TrOVlloClly,

a n_ Inlernel serv,c. from

Worldv,... Syst.m5. '1"1 "",kick

.... 0""'" 0 ,.."nOrlly 510lte.

CIVlCLINK

We mok. go".rnme",

records ovoilobi. on.lin•.

SGYIng trips 10 rII. courTtlouSl

ond to".,. sp.nl Clortn;

Ihrough j)ol:l.r files. 1'1....

Cu,IO".,'rs 'ndude ~o, A"geles

Counly and Pri"ce George's

COU"Iy, Maryland .
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ILECTIONIC SA~ES

Our n.w E!ec~ronlc Salts

El"lv,rol"lmen' ""'oltes

COrT'll:lonles' morle"'"9 ond

l:IrodlJet ,nrormohon oc:en,ol e

by phon•. lox or ~C. If

k.11:I5 cUSlOmers budd sol"

by ""lei"9 110i!. soles C:-Cl"l"els.

CUSlomers orlc·otloers.



Management's Discussion and Analysis of Financial Condition and Results of Operations
;~" IN ...,II,p,. urtpl ill' <I".rr ."",Utl)

S2.i4 per share. This is JII incre:he in tammg) of ilqcl.2
millilln. or 114%. iUld an incre~e in earnings per 5hare of
U:I per shal't' or 11.0%. ~ormalizeli items in 19Q:Il'flate to
a pin from the sule of \ew Zeala.nd Telecom sharts and the
company's share of a restructuring charge at that Clllllpanr
Reported earnings were a loss of ~ 1,06:3.6 million. or ·S 1.94
per shin! in 1')1)4. and net incl)mtOf\I,.:;12.5 million in 1l)'H
or $2.i9 per shutt. C~h provided b~ operations incl'l!a:ied
to 5;)..129.8 million in IlJ94 f~m ·)3.188.0 million .n 1~9:J.

an increue or $241.:! million. or i.6'(.
The strOna~idwest eronomy pru\;dp.d a catalyst for the

comp&IIy's success in l~':' ClJre busirless operations contino
ued to show strong results ",ith Lindline teltphone business
revenlleS increasinj HJ. to $9.6 billion...\ major portion of
that ~wth retlect~ marketin~ success for custom calling
lellWte:i liuch iU caller 1D and ".Ill WiLitin&- _~cess line growth
was 3.9% in lQS4. resulting in part from second line additions
u residences installed f.l machines. modems and other uses,
CeUuIar customers increased by ~1.0% from I year ago.
Advertising and promotion costs incurred throughOUt the busi·
ness in 1994 were ~2"2,5 million and ~204.-l million in 1993
and assisted revenue gro'Ath.

lnwmaUonal investments represent 5.4'1 of the company's
assets at December 31, 1994. Such investments are accounted
for by using the equity method of accounting. as require.d by
generally:lcctpted accounting principles iUld. accordingly.
do not contributt' to recordeJ J"l'\'enues of the company.
The ~ump':ln(s allocable share of tht !)peratln!! I'Ysults of its
international im't!Stml'.ltS b illl:iUaed in (.ther incume in the
company's consolidaL~u Stall~ment of Income. 1nt company
pstimates its pro rata share of revp.nues in 19~4 rrom these
international ill\'e~tmenr~ at abULil l'58·;·;0 million. The com·
pan)' believes these investments Will continue to enhance net
income. ~tanagement has adopted a ~eneral strategy of forming
mmejic alliances with p:ll"tners in its foreign invl'stments to
mitipte risk and share expertise.

In May 1994. S4i2.5 miUion was investeti in the fonn of
a loan to a General Electric Company (GE) subsidiary that
pro\ides sophisticateti electronic commerce. which is a high·
growth market. The loan converts to a 30% equitY position if
certain regulatory relief is granted to the company. Cumntly,
the investment }ieldli the company a return in the form of
interest income. However; upon conversion. the company will
reeord 30% of the income of that GE subsidiary, which will
be reductd by amortization of inWlgibles resulting from
asswning an !quit)· position in that company..~cordingly,
afttr conversion AlTItritteh earnings may initially not be
~nhanctd: however. long-term e:qletlations In! for Significant
growth in electronic commerr.p.

\q

Access Line Growth --...,.;._._------
(m ,"""""1)

I!j94 Willi also the first fuU year of operating under an
flrgantzation:ll strate"y thaI wigns each customer to a busi'
ness unit. Pre\iously. the company structuM its business
arou/lfl geogl':1phicall~' based subsidiaries (Illinois Bell. Ohio
Bell. etc.) through which it continues to raise capita.!. The
company believes it ope~ in only one industry segment,
telecommunications.H~ by usigning customers to spe·
cific business units. customer service and COSt effectiveness
are enhanced. Specifically, business unit reengin~ring enabled
a reduction in the company's core landline telephone businl'ss
work force of about (1);00 emplo}'fes. AJthough this ~uired

an after·we restructunng charge of S+55.8 million in I!}04, it
positioned the company for lower future operating COSts. as
discussed more fully on page 29.

I!}04 earnings, when normalized for the aforementiontd
e:«raordinary item and restructuring charges. coupled ~;th a
~T1te·down of certain assets (discussed on page 29) by ·i61.:)
million after·til.'- wereH ,6gj,Q million or $:lOi per share. This
compares to normalized 199;) earnings of S1,488.4 million or

Overview

Tll£' full'l\\;ng dbrus);on reflects the hilitOriC;'u ~,ew of the
company v.1th a \itW toward the future.

In I!)l)4. se\'el':ll ke)' imtiath'es ~'ere successfully implement·
ed which better positioned the company for compttitlon. These
included: a.doptlon of .lccounling for competitive enterprises
after receiving priCt f'('~UI'ltion in our five s~tes. the bc'nefits
of work force restructuring, ilnd approval in December to can·
smltt a \ideo di~l tone network. The company determined
that. due to its changed regulatory en\ironment and emerging
competition. it should discontinue use of accounting rules for
regulated companie:i and adopt accounting rules applicable to
cumptwlh-e enrerprises. :\5 3 l't5ult. an e..<traordinar~· after·ta:<
noncash charge of ~2.2 billion ($.1.07 per share) was reeorded.
,Ui nt.'t tht'<llbSt'rs weJ"l' deemed to bf underdepreciuted due
primarily to unrea.listic depreeiation lives assigned by re-dula·
tors (see page :30). Going forward, the company's financial
statements reflect more realistic estimates of depreeiable
lives and conventional accounting rules.

;.
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::,:<hibi t C

Public Service Commission of \Visconsin

Cheryl L. P3mno. Chainn:an
Scott A. ~elC%ef. Commwioner
O~nief J. E:uun:an. Commissioner

~Iichael P::lulson
A,meritech Wisconsin
i22 N. Broadway
Milwaukee. W1 53202

Re: In the Marter of a Complaint and Petition
for an Order Requiring IntraLATA Equal
Access in the Exchanges of Amenteeh
Wisconsin

Dear Mr. Paulson:

Jacqueline K. Reynolds. Executive Assistant
Lyncb L. Oorr. 5«reury to the Commwlon

Steven :\of. Schur. Chief Counsel

At its open meeting of August 29, 1996, the Commission considered the request of
Wisconsin Bell, Inc. (d/b/a AmenteCh Wisconsin), for Commission reconsideration of its
oral decision in this docket to require implementation of intraLATA presubscription as of
September 1, 1996, and for a thirty-day stay of that order pending further consideration.

Background

Previously, at its open meeting of August 27. 1996, the Commission decided, in docket
6720-TI-122!7832-n-101, that the interconnection agreement between Wisconsin Bell. Inc.
(d/b/a Ameriteeh Wisconsin), and GE Capital Communications Services Corporation
(GECCS) was not consistent with the public interest, convenience, and necessity. The
Commission found that the interconnectiOQ aJrCCment COQtained a provision tying the
competitive resale of AmenteCh local telecommunications services to the exclusive provision
of Ameritech imraLATA andinterLATA toll service. The Commission determined that this
tie-in is anti-competitive in that it denies GECCS customers a choice of long distance carrier
contrary to the intent of the federal Telecommunications Act of L996 and the orders of this
Commission in docket 672o-n-lll.

On August 27, 1996, the Commission also considered the related request for waiver
submitted in this docket, 6720-TI-lll. The Commission found that GECCS has such an
insignificant presence in the telecommunications market in Wisconsin that it is not reasonable
to believe this agreement can serve as an appropriate model for future agreements that other
telecommunications providers may rexh with Ameriteeh. nor is it likely that approval of this
waiver will further the Commission's goal of introducing competitive telecommunications
services to aU areas of the state while maintaining universal service objectives..

610 North \Vltitney Way, P.O. BOlt 7854, Madison. WI 53707.7854
Gencroll In(orm:ation: (608) 266·5481; (608) 267·1~79 (TIi')

>. > F::l.'t: (608) 166-3951
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The C~mmission further found that Ameritech ius a subsunti:ll fi~ncial interest in another
division of ~ner.tl Electric, GE Information Services. The Commission detennined wt.
while this interest in itself may nat be a sufficient basis to disapprove this waiver request. the
presence of this interest is an additional indication Wt Ameritech has not entered into an
intercoMection agreement with a viable lccal service competitor in the manner intended by
the June 6. 1996. order in this docket.

The Commission therefore denied the request of AmeriteCh for a waiver designating GE
Capital Communications Services Corporation as an elipble carrier for purposes of the orde:
of June 6. 1996. and dir:cted .~eriteCh to implement~TA equal access in its local
exchanges according to the previous order of July 12. 1996. in this clockec.

On August 2i, 1996. after the Commission's open meetinI decision, AmeriteCh tiled a
request for "Commission reconsideration of its oral decision in this docket to require
implementation of ina'alATA presubscription as of S~tember 1. 1996: and also asked for
"a thirty day stay of that order pending [further] consideration." On August 28, 1996, the
Commission sent a letter to the service list requesting commems on the AmeriteCh petition.
Comments were received from six parties: AT&T. Amerirech. MCI. Sprint. the Commission
staff, and the Wisconsin Department of Justice.

On August 29. 1996. in conjunction with its petition for reconsideration in this docket,
Ameritech filed a letter with the Commission. in clocket 672o-n·12217832·TI-IOl. waiving
the previsions related to GECCS's qreement to purchase Ameritech intraLATA coU services
and the right of flrSt refusal regarc1in1 Ameriteeh's interLATA toll service. The letter
requests that the Commission approve that portion of the interconnection agreements
excluding the sections now waived.

Fmdinas

The Commission (ound that the Ameriteeh filing of August 29. 1996. wu not a sufficient
basis upon which to reconsider the August 27 c1ecision in this doc:ket. While the August 29
filing purportS to eliminate those sections of the interconnection agreement to which the
Commission baa objected. there iJ no evic1ence that the oeber PartY to the comract. GE
Capital Communications Services. has agreed to this revision of the contraCt. There is
therefore no new contraCt or revision to a prior conuact before the Commission at this time.

Further. the Commission found that the amicompetitive aspects of the interconnection
agreement that prompted the Commission's disapproval on AUlUSt 27 still exist. The
Commission is concerned that the tying amncement may be in violation of state and federal
anti-trUSt laws.



Mich:lel P:1ulson
Docket 6720·TI·lll
Page 3

Finallv. the (:lct Wt Ameritech has uni13terallv amended substantive terms of this uree:r.ent. . -
only strengthens this Commission's impression that this is not an arm's-length tnns:lc::on
with J competing provider of local telecommunications services in Wisconsin,

The Commission therefore determined that the terms and other circumstances of the
interconnection agreement between Ameritech and GECCS were unchanged from August 27.
1996. and denied the petition for reconsideration. The Commission also denied Ame:'itech' s
request for a stay of the August 27 order in this docket.

The Cornmission is providing a copy of this letter order to GE Capital Communications
Services and the Federal Communications Commission. Common Carrier Bure:lu. for their
infonnation. If you have any further questions regarding this matter, please contact
Dennis Klaila at (608) 267..9780,

By the Commission.

2 t:;/""'- d .
Signed this day of~"d 19·9V

LLD:DIKJep:h:\ss\lorder\111_829.ltr

cc: Records Management. PSCW
Service List
Laurence D. Atlas. Federal Communications Commission
Stephen L. Schilling. GE Capital Communications Services

See Irtached Notice of Appeal Rights.


